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SUBCHAPTER B—MORTGAGE AND LOAN INSURANCE PRO-
GRAMS UNDER NATIONAL HOUSING ACT AND OTHER 
AUTHORITIES 

PART 201—TITLE I PROPERTY IM-
PROVEMENT AND MANUFAC-
TURED HOME LOANS 

Subpart A—General 
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201.40 Post-disbursement loan require-
ments. 
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AUTHORITY: 12 U.S.C. 1703; 42 U.S.C. 3535(d). 

SOURCE: 50 FR 43523, Oct. 25, 1985, unless 
otherwised noted. 

Subpart A—General 

§ 201.1 Purpose. 
These regulations implement the pro-

visions of section 2 of title I of the Na-
tional Housing Act (12 U.S.C. 1703). 
They contain the requirements under 
which an approved financial institution 
may obtain insurance on loans made 
for the alteration, repair or improve-
ment of property, for the purchase of a 
manufactured home and/or the lot on 
which to place such home, for the pur-
chase and installation of fire safety 
equipment in existing health care fa-
cilities, and for the preservation of his-
toric structures. The insurance granted 
by the Secretary of Housing and Urban 
Development shall be available only 
for loans involving property located 
within a State, as that term is defined 
in § 201.2. The insurance can cover up to 
10 percent of the amount of all insured 
Title I loans in the financial institu-
tion’s portfolio, as reflected in the 
total amount of insurance coverage 
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contained at any time in an insurance 
coverage reserve account established 
by the Secretary, less amounts for in-
surance claims paid. As limited by the 
amount of insurance coverage in such a 
reserve account, the insurance can 
cover up to 90 percent of the loss of any 
individual loan. 

[50 FR 43523, Oct. 25, 1985, as amended at 61 
FR 19795, May 2, 1996] 

§ 201.2 Definitions. 
As used in the regulations in this 

part the term: 
Act means the National Housing Act, 

12 U.S.C. 1703. 
Actuarial method means the method of 

allocating payments made on a loan 
between the outstanding balance of the 
principal amount borrowed and the in-
terest due on a loan obligation, under 
which a payment is applied first to the 
accrued interest, and any remainder is 
subtracted from, or any deficiency is 
added to, the unpaid balance of the ob-
ligation. 

Borrower means one who applies for 
and receives a loan insured under this 
part. The term may also include any 
co-maker or co-signer or any 
assumptor who is obligated for the re-
payment of a loan obligation insured 
under this part. 

Combination loan means a loan made 
for the purchase or refinancing in a 
single transaction of a manufactured 
home and a manufactured home lot, 
and may also include a garage, patio, 
carport, or other comparable appur-
tenance. 

Dealer means, in the case of property 
improvement loans, a seller, con-
tractor, or supplier of goods or serv-
ices. In the case of manufactured home 
loans, dealer means one who engages in 
the business of manufactured home re-
tail sales. 

Dealer loan means a loan where a 
dealer, having a direct or indirect fi-
nancial interest in the transaction be-
tween the borrower and the lender, as-
sists the borrower in preparing the 
credit application or otherwise assists 
the borrower in obtaining the loan 
from the lender. In the case of a prop-
erty improvement loan, the lender may 
disburse the loan proceeds solely to the 
borrower, or jointly to the borrower 
and the dealer or other parties to the 

transaction. In the case of a manufac-
tured home loan, the lender may dis-
burse the loan proceeds solely to the 
dealer or the borrower, or jointly to 
the borrower and the dealer or other 
parties to the transaction. 

Debtor means the borrower, any co- 
maker or co-signer, and any assumptor 
who is liable for the repayment of a de-
faulted loan obligation insured under 
this part. 

Default means a failure by the bor-
rower to make any payment due under 
the note, when such failure continues 
for a period of 30 days. For the purpose 
of these regulations, the ‘‘date of de-
fault’’ shall be considered as 30 days 
after the first failure to make an in-
stallment payment on the note which 
is not covered by subsequent payments, 
when applied to the overdue install-
ments in the order in which they be-
came due. 

Direct loan means a loan for which a 
borrower makes application directly to 
a lender without any assistance from a 
dealer. The credit application, signed 
by the borrower, may be filled out by 
the borrower or by a person acting at 
the direction of the borrower who does 
not have a financial interest in the 
loan transaction. The lender may dis-
burse the loan proceeds solely to the 
borrower or jointly to the borrower and 
other parties to the transaction. If a 
dealer takes legal action required by 
State law in order for the lender to ob-
tain a valid and enforceable lien 
against the property, such action by 
the dealer will not convert an other-
wise direct loan to a dealer loan. 

Discount points means a fee charged 
by the lender, separate from interest 
but part of the total finance charges on 
the loan, that is part of the lender’s 
total yield on the loan needed to main-
tain a competitive position with other 
types of investments. One discount 
point equals one percent of the prin-
cipal amount of the loan. As discount 
points on the loan increase, the inter-
est rate can be expected to decrease in 
a fairly consistent relationship. 

Existing structure means a dwelling, 
including a manufactured home, that 
was completed and occupied at least 90 
days prior to an application for a Title 
I loan, or a nonresidential structure 
that was a completed building with a 
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